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NOTES FROM THE EDITORS 


With the untimely death of T. S. Behre of New Orleans, MR lost a 
valued friend. He was a charter subscriber, a member of Monthly Review 
Associates and, as the group of his friends write, on page 32 of this issue, 
one of MR’s “staunchest supporters.” We mourn his loss and acknowledge 
with thanks the generous contribution to MR which his friends have sent 
us as a memorial. 


This issue marks MR’s third birthday. Whether it is a happy birthday 
or not will depend in no small degree on the record of year-end subscrip- 
tion renewals. If yours is one of the many subscriptions which expired with 
the April issue (Volume III, Number 12), and if you haven't yet renewed, 
may we ask you to do so at once? 

Note that I. F. Stone’s book, The Hidden History of the Korean War, is 
being published on May 5th, that is, about the time this issue should 
reach most subscribers. According to our arrangement with Citadel Press, 
which is distributing the book to the trade, we are no longer permitted to 
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REVIEW OF THE MONTH 


THE OUTLOOK FOR AMERICAN SOCIALISTS 


The outlook for American socialists, like the outlook for every- 
one else, depends first of all on whether or not we have a third 
World War. If we do, the United States will certainly pass through 
an incalculably long period of suffering and horror during which 
socialist ideas and tendencies, along with all other manifestations 
of rationality, will be hounded and persecuted to the utmost. Even- 
tually—unless American society is destroyed—this period will pass 
and socialism will reassert itself as the only’ viable form of social 
organization in a twentieth-century technological and demographic 
environment. But we don’t know when or how, and anything we 
might now say about the process would be in the realm of pure 
speculation. 


But if World War III can be avoided, the outlook is different 
and moreover it can be discussed in terms of economic and social con- 
ditions with which we are familiar from the experiences of the 
recent past and present. Our analysis of the outlook for socialists 
is therefore based on the assumption that there is no major war; 
and this implies, in turn, that the present drift to war is somehow 
arrested and ultimately reversed, for it is inconceivable that present 
trends can continue indefinitely without leading to disaster. It is 
important to keep this in mind. What we have to say may sound 
unrealistic, perhaps wildly optimistic, and in a sense it is—under 
conditions as they are today. But our whole argument is that pres- 
ent conditions cannot last, that they must either get worse (con- 
tinue the drift to war), or get better. What we want to do is to 
show how it is possible for them to get better and in this way to 
indicate to socialists the lines of activity which are most likely to 
prove fruitful. 


We note first that the present situation in this country appears 
to be remarkably stable. Despite the fact that various industries 
are experiencing what it is now becoming fashionable to describe 
as “private depressions,” there are no strong indications of a general 
depression in the visible future. This is, of course, owing to the 
high level of armament expenditures which, according to present 
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plans, will continue for years to come. Furthermore, with relatively 
full employment and generally prosperous economic conditions, the 
political situation is also stable. It is noteworthy, for example, that 
the presidential campaign now in full swing is being waged almost 
exclusively on spurious or relatively superficial issues. This is, of 
course, in the tradition of American politics, but it also shows that 
all the candidates expect the political status quo to continue more 
or less indefinitely. 


But this appearance of stability is extremely misleading. 


The entire domestic equilibrium is based on the Cold War. 
The Cold War provides the rationale for the arms spending and 
the political repression without which the present stability of 
economic and political conditions would quickly disintegrate. 


But the Cold War is not a permanent, unchanging state of 
affairs. On the contrary, it is a highly dynamic complex of factors. 
It may take a new and unexpected turn at almost any moment, 
and any such turn is bound to have repercussions on the internal 
American situation. This means that the economic and _ political 
stability indicated above is in reality an illusion. Despite all appear- 
ances, the United States today is subject to shocks and crises—not, 
to be sure, exactly like those we have suffered in the past, but no less 
severe on that account and likewise no less capable of posing new 
political problems and opening new political perspectives. 

Actually, this way of describing the situation is too negative 
and weak. Not only may the Cold War take a new turn at any 
moment; sooner or later it is certain to take a new turn. It 
follows that an internal crisis is more than possible; it is inevitable. 
Let us examine the reasons for this. 

The driving force behind the Cold War is American foreign 
policy which, as we have repeatedly argued in these pages, is at 
bottom a policy of attempting to build such overwhelming military 
strength as to be able to win World War III without fighting it. 
This policy, of course, involves not only colossal armaments for the 
United States but also an effort to corral and arm as many allies as 
possible. Western Germany in Europe and Japan in the Far East, 
the enemies of World War II, have been selected for the role of 
major allies. 

Now, all the indications are that this policy has no hope of 
success. The defensive capabilities of the Soviet Union and its allies 
are growing at least as fast as, and very possibly faster than, the 
offensive capabilities of the American-led coalition. This is perhaps 
the most important lesson of the Korean War. And, far from gain- 
ing new allies, the United States is in constant and growing danger 
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of losing old ones. American policy, in other words, is based upon 
a wholly false estimate of the real situation in the world and the 
objective possibilities inherent in it. This policy is already insolvent, 
and sooner or later its bankruptcy will become too obvious to be 
hidden any longer. (The manner in which this could happen in 
the near future is analyzed below, pp. 6-10. For present pur- 
poses it is enough to know that it is bound to happen sooner or 
later.) 

When this time comes, the American ruling class will be faced 
with a profound crisis. It will be necessary to abandon the Truman- 
Acheson policy of trying to force a settlement on the world, and 
to adopt a new policy. 

But what? 


There is no reason to assume that the ruling class is or will 
be united in answering this question. Factions already oppose the 
Truman-Acheson policy, but there are no signs of general agree- 
ment among them as to what should be put in its place. Some 
want a preventive war right away. Others, following former President 
Hoover, favor a retreat to the Western Hemisphere. Both of these 
groups will doubtless grow in strength as the crisis develops, but 
there is no reason to assume that either will quickly become domin- 
ant. On the contrary, the most plausible assumption we can make 
now is that the crisis will find the ruling class confused and divided, 
stunned by the failure of a policy which many had complacently 
come to believe was succeeding—in short, unable to take decisive 
action. 

We have had an experience in many ways similar to this in 
our own recent past. During most of the decade of the 1920s, the 
American ruling class was riding high, enjoying a period of unpre- 
cedentedly profitable prosperity and smugly boasting of the open- 
ing of a New Era. Then came the crash of 1929 followed by the 
Great Depression, far and away the worst in our national history. 
The crisis caught the ruling class completely unprepared and with- 
out a semblance of rational policy to meet it. Mr. Hoover, the high 
priest of prosperity, could do little but mutter incantations for 
three years, while the situation steadily deteriorated. His departure 
from office was marked by a banking panic which many capitalists 
took to be the beginning of the end. Still the ruling class had no 
program, and it went along with Roosevelt’s brilliant improvising less 
out of conviction than out of fear of continued inaction. FDR’s real 
support came, then and later, from the working class, the farmers, 
and large sections of the middle class. 


We believe that it is possible—note that we do not say “prob- 
able”— that this experience will be repeated in the crisis which will 
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be precipitated by the breakdown of the Truman-Acheson foreign 
policy—not in detail, of course, but in broad outline. If, as we 
assume will be the case, the ruling class has no program, then the 
way will once again be open for the adoption, doubtless at first on 
an experimental and tentative basis, of policies which serve the 
interests and can therefore command the support of the old New 
Deal coalition, For the sake of convenience let us call these policies 
the “New New Deal.” 


What would the “New New Deal” be like? First and fore- 
most, it would have to be built around a new foreign policy, a 
policy which recognizes frankly that peaceful coexistence of capital- 
ism and socialism is the only alternative to war and that colonial 
and backward countries have the right to revolt and run their own 
affairs. Once these principles are accepted, it should be possible 
though of course not easy, to work out a settlement of present 
international tensions. 


There is no mystery about the general shape of such a settle- 
ment. Already it shows through the fog of the Cold War, and in a 
clearer and calmer atmosphere it would all but impose itself on the 
Big Powers, Existing wars have to be stopped. China has to be 
admitted to the UN. Germany and Japan have to be neutralized. 
At the same time, the automatic American majority in the UN 
would melt away (a process, by the way, which has already be- 
gun), and the UN could for the first time play the role of a 
genuine international organization in the spirit of the Charter. 

The relaxation of international tensions would open the way 
for reduction of arms spending all around, perhaps eventually even 
for a measure of agreed disarmament, and for really substantial 
expansion of East-West trade and financial relations. As a matter 
of urgent economic necessity, once the level of arms spending was 
reduced, the New New Deal would have to step up the scale of 
American foreign lending—on an intergovernmental basis and prob- 
ably, at the insistence of borrowers, to a considerable extent through 
the UN. A real Point Four program through the UN, which has 
often been advocated, would become not only a realizable goal but 
a necessary component of the New New Deal’s economic stabiliza- 
tion policies. For the rest, the New New Deal would proceed in 
domestic affairs along lines clearly indicated by the old New Deal. 
This would also be a matter of necessity from the standpoint of 
economic stabilization. No less clearly, it would be required by the 
often expressed aspirations of the American people for better health 
care, improved educational facilities, more social security, decent 
housing, and so on—in short, for a rising standard of life. 


We do not predict that such a New New Deal is in the cards. 
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What we say is that it makes political sense to think and act in 
these terms. 


But, you may ask, where does socialism come in? Surely a New 
New Deal, as here described, is not socialist? What’s more, if it is 
really possible, would that not lead to the conclusion that socialism 
is unnecessary? Should we not in that case throw our socialism 
overboard and all become just plain New New Dealers? 


These are important questions, and they deserve straight- 
forward answers. 


First, the New New Deal which we have sketched is certainly 
not socialist any more than the old New Deal was socialist. 
But if it is possible, it is certainly preferable to war, cold or hot. 


Second, we believe it is possible because it conforms to the 
interests of the overwhelming majority of the American people, and 
because past experience shows that in time of profound crisis, if 
the ruling class is divided and immobilized, the interests of the 
American people can become politically potent. To be sure, social- 
ism would be still more in the interests of the American people, 
but they are not yet ready to recognize and act upon this fact. 


Third, any New Deal, Old or New, is in the nature of the 
case no more than a temporary solution and hence can in no sense 
be regarded as a substitute for socialism. The paradoxical quality 
of reform movements as a response to the crises of capitalism is 
that their very success undermines their social and political founda- 
tions. The ruling class soon recovers from the fright and paralysis 
of the crisis and returns to the political struggle. The reform move- 
ment, on the other hand, tends to fall apart. The situation soon 
reverts to normal, that is, to a state of affairs in which the ruling 
class knows what it wants and manipulates all the essential levers 
of control. 


The answer to the final question, therefore, is that to throw 
over socialism and become New New Dealers would be to abdicate 
our responsibilities in advance. The truth is that the only way to 
keep a New New Deal from suffering the fate of the old New Deal 
is to turn it into a socialist movement in good time. There is, of 
course, no guarantee that this can be accomplished, but this only 
emphasizes the crucial importance of continuing and intensifying our 
efforts to propagate socialist ideas and deepen socialist under- 
standing. 

To summarize: The outlook is that, if World War III can be 
avoided, the ruling class will sooner or later be faced with a pro- 
found crisis due to the bankruptcy of its foreign policy. If, as now 
seems likely, the ruling class is unprepared to meet this crisis, the 
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door will be open for a New New Deal to form around a program 
which recognizes the possibility of peaceful coexistence and seeks 
to overcome the most pressing problems of capitalism through re- 
forms rather than through war. Such a program might work for a 
while, but in the nature of the case it could not be a permanent 
solution. Ultimately, a New New Deal, like the old New Deal, 
would fail unless it was transformed into a socialist movement. 

Now, if this analysis is right, it points clearly enough to the 
main tasks and responsibilities of American socialists. 

First, they must do everything they can to prevent World War 
III. This obviously has top priority. 

Second, and this is integrally tied to the struggle against war, 
they must explain to the people the possibility of an alternative to 
World War III within the general framework of capitalism. It 
goes without saying that they must also engage in practical activity 
designed to turn this possibility into a reality. 

Third, they must at the same time explain why this alternative 
is not a permanent solution, why in the long run the aspirations 
of the American people can be realized only under socialism. 

Some may say that combining these tasks is very difficult, that 
it would be easier to concentrate on one at a time. This is no 
doubt true. But it is also true that to do so would be tantamount 
to giving up socialism. Socialists must never forget that, in the 
words of the Communist Manifesto, they “fight for the attainment of 
the immediate aims, for the enforcement of the momentary inter- 
ests of the working class; but in the movement of the present, they 
also represent and take care of the future of that movement.” 

Combining immediate and long-run goals is the hardest job of 
all. It is also the most necessary and important. The outlook for 


American socialists depends in no small measure on their ability 
to master it. 


TURNING POINT IN GERMANY? 


The Acheson-Adenauer policy for Germany, we are told, is 
“integration before unification.’ What does this formula mean? 
“Integration” is supposed to mean the building up, with West 
Germany as an integral part, of a sort of European confederation 
disposing over a common military establishment. “Unification” is 
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supposed to mean the attraction, via “negotiation from strength,” 
of East Germany into the fold as an organic part of the German 
member of the confederation. 


Actually, the formula means something very different. “In- 
tegration” means the rearmament of West Germany as the dominant 
European junior partner in the American-led coalition of capitalist 
states. “Unification” means giving a rearmed West Germany the 
green light to push eastward—in other words, assigning to it the 
role of spearhead in the coalition’s anti-Soviet crusade. 


The purpose of Soviet policy, inevitably, is to frustrate this 
policy and ultimately to destroy its basis, which lies in the division 
of Germany. In the now famous note of March 10th, the Soviet 
Union proposed a unified and neutralized Germany with its own 
(limited) military establishment. 

There are those who maintain that neither the Acheson- 
Adenauer policy nor Soviet policy can attain its aim in Germany, 
that the two together have set up a process of bidding for German 
support which can only end in the full-scale revival of German 
power. This is the line which has been persuasively argued in the 
Compass by our good friend I. F. Stone. An independent and re- 
armed Germany, he reasons, will never remain neutral in the sense 
that Switzerland and Sweden are neutral. On the contrary, it will 
merely play East and West off against each other until it is once 
again ready to launch out on a new career of conquest a la Hitler. 
But neither will a rearmed West Germany remain in the western 
alliance. As soon as it has its twelve divisions, Stone believes, it 
will throw the West over and negotiate German reunification with 
the Soviet Union, The ultimate result will be the same: the resur- 
rection of German militarism, and disaster for East and West alike. 

Stone may be right; the possibilitity certainly cannot be denied. 
But we do not think he is_ right. It seems to us that his analysis 
implicitly assumes that the situation today is fundamentally similar 
to that which obtained in the interwar period. This is not so. 
We believe that when the differences between then and now are 
given due weight, the conclusions which emerge are different from 
those of Stone, 

The basic difference is simply this: Germany can never again 
become a military power comparable to the United States and the 
Soviet Union, Partly, this is because, as Max Werner pointed out 
just two years ago, “the rout of the German Army [in World 
War II] was an absolute defeat that sapped the roots of Germany’s 
potential military strength for good.” (Column reprinted in the 
Compass, March 2, 1952.) Partly, it is because in terms of both 
population and economic development, the presuppositions of mili- 
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tary power, Germany has been left far behind by both the United 
States and the Soviet Union. Taken together—and they must be 
taken together—these two sets of facts are decisive: Germany can 
never again, by any amount of maneuvering between East and 
West, build itself up into an independent threat to either. 

This means that Germany can play an active anti-Soviet role 
only as a member of an American-led coalition, and an active anti- 
American role only as a member of a Soviet-led coalition. But it 
also means that Germany can be really neutral so long as it remains 
outside both coalitions. 

If this estimate of the situation is correct, it follows that 
Soviet policy is entirely realistic in trying to secure the neutraliza- 
tion of Germany. But what about the Acheson-Adenauer policy of 
making West Germany the spearhead of the anti-Soviet crusade? 
Is this not likely to backfire on its authors, just as Stone assumes 
it will, though perhaps with somewhat different consequences? 

In our judgment, this is not likely to happen. What Stone 
overlooks or forgets is that under the Acheson-Adenauer policy West 
Germany is, and in effect will remain, an American-occupied country 
with its armies under an American (alias European) supreme com- 
mand and its economy completely dependent on American assist- 
ance. It is precisely the purpose of the European Defense Com- 
munity and of the virtual embargo on East-West trade to keep all 
the countries of western Europe in this state of subordination to 
the United States. Once West Germany is fully enmeshed in this 
structure, there will be no escape. West Germany will have just 
as much independence as the United States wants it to have and 
no more—which means that it will have independence to threaten 
the East but not to negotiate with it. 


The Acheson-Adenauer policy, then, is by no means as stupid 
as some of its critics believe. If “integration” can only be attained, 
the rest will follow automatically: West Germany will have no 
choice but to play its appointed role as the spearhead of the anti- 
Soviet crusade, 


Against this background, let us examine Soviet policy some- 
what more closely, Its objective, as we have seen, is the realistic 
one of neutralizing Germany. For a long time, the Soviet Union 
pursued this aim through negotiations with the other occupying 
powers, hoping no doubt that Britain and France would, in their 
own interests, muster up enough independence to pressure the 
United States into accepting a unified, neutralized, and disarmed 
Germany. (That this would be in the interests of Britain and France 
scarcely needs to be demonstrated here.) But the NATO decisions 
reached in Lisbon in February, which paved the way for immediate 
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“integration,” put an end to that hope, and Soviet tactics neces- 
sarily shifted. The immediate goal now became, not to secure Brit- 
ish and French support, but to undermine the internal foundations 
of Adenauer’s policy before integration could be consummated. 


The Soviet Union set about this task in the only way it could, 
that is, by offering terms which would both weaken Adenauer’s 
position and strengthen as much as possible the various political 
elements which are opposed to him. Immediate unification is ex- 
tremely attractive to the Social Democrats who, most competent 
observers agree, would in all probability emerge from free all- 
German elections as the majority party in control of the govern- 
ment. Hence to win Social Democratic support the Soviet Union 
must convince West German public opinion that it really means 
to permit free elections in East Germany. It is clear that this is a 
major part of present Soviet strategy, though it is not yet possible 
at this distance to judge the degree of success that has been or is 
likely to be obtained. 


But Social Democratic support is not enough. The Social 
Democrats are not in the majority in West Germany, and if in- 
tegration is to be blocked quickly a decisive wedge must be driven 
into the governing coalition which so far has backed the Adenauer 
regime. To effect this is also a major part of present Soviet strategy. 
Quite apart from the offer of immediate unity, which of course 
appeals to the Right as well as to the Left, the Soviet Union has 
inserted certain terms which are calculated to have a special appeal 
to the right-wing parties. In this category are the authorization 
of an independent German military establishment, the abolition of 
all restrictions on the civilian economy, the promise of access to 
markets in eastern Europe and China, and the restoration of civil 
rights to all Nazis not serving court sentences. 


The question of a military establishment is important not so 
much as a political issue in the vote-getting sense—in fact, it may 
well be of negative value in this respect—but because it may serve 
to deprive Adenauer of a highly strategic element of his support. 
Germany’s professional soldiers are probably primarily interested in 
employment, and it is important that they should know that 
Adenauer and the “European” army are not their only hope. 
Otherwise they would probably stick to Adenauer, even if without 
much enthusiasm (it is doubtful if they have any strong desire to 
fight the Red Army again), and this support might even enable 
him at a certain stage to ignore public opinion and the political 
parties in favor of a quasi-military dictatorship. The Soviet strate- 
gists seem to feel that they can take no chances on this. 


For the protection of the USSR itself and its eastern European 
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allies, the Soviet terms include a provision for internationally guar- 
anteed German neutrality, for that is what a prohibition of German 
entry into military alliances amounts to. Whether this is likely to 
gain any support inside Germany is not clear, but it is clear that 
it is the one single point on which no Soviet compromise is to be 
expected under any conditions, 


On the whole, it appears that Soviet terms are well calculated 
to isolate Adenauer and to drain away his political support. But 
the real strength of the Soviet position lies deeper. “Integration 
before unification,” the Adenauer program, implies either a defini- 
tive split in the German nation or a ruinous war on the Korean 
pattern, with Germany as the main battlefield. In other words, it 
implies either the permanent mutilation of Germany or its destruc- 
tion. All this has been more or less successfully hidden behind a 
wall of propaganda about the defense of western civilization, Euro- 
pean unity, and all the rest. But the present Soviet diplomatic 
offensive is tearing down this wall and revealing the West German 
government in its true colors, as a clique of self-secking politicians 
who are réady to betray their country in the interests of a foreign 
occupier. By contrast, the Soviet Union is offering what Germans 
in their hearts must long for, an end to all foreign occupations and 
the right to manage their own affairs outside the two Cold War 
camps. Is it any wonder that Russell Hill reports from Bonn that 
the Allied High Commissioners and the Bonn government “are 
making strenuous efforts to complete their negotiations . . . in the 
hope of forestalling further Soviet unity offers”? (New York Herald 
Tribune, April 10.) 

No one can yet say how the present struggle over Germany 
will end. Del Vayo is certainly right when he warns against the 
assumption that the Soviet Union, because of the inherent strength 
of its position, is sure to win. “The United States,” he says, “is 
going to fight now more determinedly than ever to make West 
Germany the hard core of its rearmament program.” And he pro- 
ceeds, ominously: 


Should this prove successful, even though anti-Adenauer 
sentiment is mounting throughout Germany, then the whole 
issue will return to its point of origin, and the Russians will have 
to make up their minds whether to accept defeat on this central 
issue or to take more drastic action. (The Nation, April 12.) 


But there is also a chance that Soviet policy will succeed in 
achieving its goal, certainly a much better chance than most Amer- 
icans are yet aware of. And if that should happen, the results could 
be far-reaching indeed. 

Truman and Acheson have, perhaps without being aware of it, 
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staked most of their chips on Germany. If they lose West Germany, 
their first reaction will probably be to try to gain all of Germany, 
in other words, to bring a unified Germany into the American-led 
coalition. They might succeed, This, and not the resurgence of 
Germany as an independent military power, is the real danger of 
the present situation from the Soviet point of view. But the bitter 
opposition of American policy-makers to unification shows that they 
do not rate very highly the chances of winning a united Germany 
to their side. And there are good reasons for this lack of confidence. 
After all, why should an unoccupied and legally neutralized Germany 
jump right back into the Cold War, with the certain knowledge 
that to do so would be courting literal destruction? Would not the 
role of buffer, trading with both East and West, be enormously 
attractive to the leaders of a country in the position in which a 
united Germany would find itself? 

If Germany should insist on remaining neutral as between the 
two super-powers, the result would be a drastic change in the face 
of European, and hence world, politics. No one can now attempt 
to trace all the consequences, but one thing seems fairly clear: the 
Truman-Acheson foreign policy would lie in ruins. And this, in 
turn, would mean the onset of the crisis inside the United States 
around which our analysis of the “Outlook for Socialists” turns 
(pp. 1-6 above). There is no need to repeat that analysis. We 
shall only point out that if it is sound, the day of relief from the 
worst tensions of the Cold War may be closer than you think. 
Provided always, of course, that the preventive warriors can be 
prevented from using the collapse of the Cold War as a pretext 
for plunging us into World War III. 

(April 15, 1952) 


The fundamental inequality of the [Atlantic] alliance is turning 
it more and more into a hidden protectorate, in which protestations 
of national pride are not enough to compensate for a growing en- 
slavement. The Roman Empire had its citizens, its allies, and its 
foreigners; the new empire has its allies of the first zone (the Amer- 
icans), its allies of the second zone (the British), and its continental 
protégés: in spite of all their haughtiness, the latter are becoming to 
an ever increasing extent the Filipinos of the Atlantic. 


—Le Monde (Paris conservative paper), June 12, 1951 


THE SOVIET UNION’S “ACHILLES’ HEEL” 


BY A STUDENT OF THE USSR 


The anti-Soviet specialists seem to agree with impressive unan- 
i imity that collectivized agriculture is the “Achilles’ heel” of the 
- Soviet economic system. Here are a few sample statements—one 
a by George Kennan, new United States Ambassador to the Soviet 
Union; one by Naum Jasny, would-be dean of the anti-Soviet 
specialists associated with Stanford University’s Food Research In- 
stitute; and finally one by Lazar Volin, a well-known government 
agricultural economist: 


‘ Agricultural enterprise is the Achilles’ heel of the Soviet 
a system. . . The forced collectivization of the farming population 
a is probably today the greatest single cause of discontent in the 
is Soviet Union. . . . It may be taken for granted that one of 
s the first acts of any future progressive authority in Russia 
é would be to abolish this hated system of agricultural serfdom 
and to restore to the farmers the pride and incentives of private 
< land ownership and free disposal of agricultural commodities. 
(George F. Kennan, American Diplomacy 1900-1950, Chicago, 
1951, p. 134.) 


di The Soviet village is indeed the weakest point of the 
Soviet system, its Achilles’ heel. (Naum Jasny, “Kolkhozy, 
the Achilles’ Heel of the Soviet Regime,” a discussion with 
R. A. J. Schlesinger in Soviet Studies, October 1951, p. 161.) 


These small [kitchen garden plots] have been an Achilles’ 
heel of Soviet collective agriculture. (Lazar Volin, “The Turn 
of the Screw in Soviet Agriculture,” Foreign Affairs, January 
1952, p. 286.) 


There is nothing very surprising about this. The Soviet Union 
must, of course, have an Achilles’ heel—otherwise what would ‘ 
happen to the demand for anti-Soviet specialists? But it is not so 
easy to find one. After all, Soviet industrial development in the 
The author, a professional economist with a knowledge of the Russian 
language, is a regular contributor to MR. His last article was “The 
Economic Superiority of Socialist Planning” in the September 1951 issue. 
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postwar period has provided the critics with nothing but a mono- 
tonous series of successes, and even conservatives who have re- 
cently returned from the Soviet Union report that the man in the 
street shows considerable enthusiasm for both his economic system 
and government. Thus, for example, Sir David Kelly, British Am- 
bassador to Moscow from 1949 until last September, recently wrote 
in the New York Times: 


One thing we must not count on: the wishful thought 
that the Russian people are seething with discontent against 
the regime. . . . My personal opinion is that the majority of 
Russians are “sold” on the regime, are proud of it, and are 
content with the officially encouraged public criticism of in- 
dividual factory managers and lower officials. (Sunday 
Magazine, December 23, 1951, p. 19.) 


Similarly, John Lindsay Eric Smith, British Conservative and man- 
aging director of Coutts’ Bank in London, wrote in Time magazine: 


All the Russians I met, whether officials or taxi drivers, 
were quite obviously content under the regime; they spoke 
with all the enthusiasm, bigotry and simplicity that I imagine 
made the early Christians so irritating. (Time, December 17, 
1951, p. 29.) 


Under the circumstances, it was only to be expected that the 
anti-Soviet specialists should turn their attention to the villages. 
Foreign visitors rarely get much beyond the larger cities. Since they 
can’t find unrest there, it stands to reason that it must exist in the 


villages. Q. E. D. 


The only trouble with this reasoning is that it leaves un- 
explained the recent rapid rise in Soviet living standards which 
are to a great extent dependent on the success of Soviet agricul- 
ture. (See my article, “The Economic Superiority of Socialist Plan- 
ning,” MR, September 1951.) True, it is theoretically possible that 
the living standards of city people are rising faster than, or at the 
expense of, those of collective farmers; or that both Soviet workers 
and farmers are gaining at the expense of consumers in other eastern 
European countries. But it would seem a good deal more likely 
that one of the elements, indeed one of the main causes, of the rise 
in Soviet living standards has been an advance in the productivity 
of Soviet agriculture. Before we accept the Achilles’ heel theory, 
therefore, it would be well to examine the development of Soviet 
agriculture with some care. It would also be well to have a look 
at the future prospects of Ambassador Kennan’s alternative agricul- 
tural system, based on the private ownership of land. 
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Agricultural Development According to Soviet Ideology 


Current Soviet ideology makes a distinction between two forms 
of public property: (1) government (nationwide) and (2) kolkhoz- 
cooperative (local). The former consists of most large-scale industrial 
euterprises, while the latter includes the bulk of agricultural collec- 
tives (artels) as well as certain small, handicraft industrial units. 
Although both forms of property are supposed to become stronger 
as the socialist economy evolves towards communism, government 
property—particularly socialist industry—plays the leading role in 
this development. The machine-tractor stations, which operate and 
control most of Soviet agricultural machinery, are government en- 
terprises. At present, there are approximately 8600 of these organ- 
izations in the Soviet Union, and their success is intimately con- 
nected with the growth of machine-building—the heart of socialist 
industry. Thus, the mechanization of agriculture comes about through 
the operation of the machine-tractor stations which, in turn, depend 
on the machine-building industry. Eventually, under communism, 
there will be a merging of these two forms of socialist property (the 
artels and the machine-tractor stations) into a single form, the 
agricultural commune. This will take place as soon as there is a 
communist abundance of agricultural produce of all types. 

The interrelation of industry and agriculture in the process of 


Soviet industrialization can perhaps be more clearly seen from the 
accompanying diagram: 
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Non-essential agricultural workers find their way into industry, 
partially via Labor Reserve Schools and partially via natural migra- 
tion to urban industrial training schools and centers. Socialist in- 
dustry, particularly the machine-building sector, next employs a 
part of these newly trained workers to manufacture huge quantities 
of agricultural machinery—tractors, combines, tractor plows, ordin- 
ary plows, harvesters, threshing machines, and so on. These ma- 
chines are transferred to the machine-tractor stations where they 
benefit the collective farmers and further reduce labor requirements 
in agriculture. So the process continues with the percentage of per- 
sons employed in socialist industry constantly increasing. 


Now, if the goal of the Soviet government (or, for that matter, 
of any government undertaking an industrialization program) is to 
increase the percentage of the population employed in industry, 
it hardly seems possible that priority could be assigned to the 
interests of the collective farmers. If this were done, what incentive 
would there be for the farming population to leave the agricultural 
areas? However, this does not mean that the per capita consump- 
tion of the agricultural population must be kept lower than that 
of the urban sector. The additional cultural advantages of the in- 
dustrial centers—such as better schools, entertainment, and medical 
services—would probably be sufficient to attract the more mobile 
collective farmers. 


Eventually it is planned that most persons engaged in agricul- 
ture will live in small cities (agrogorods) where cultural advan- 
tages will be more accessible to the collective farmers. This develop- 
ment of agricultural cities will undoubtedly not occur immediately 
or overnight, as some of the anti-Soviet specialists predicted. The 
superior cultural advantages of the industrial areas must remain 
for some time as an incentive to help draw off the non-essential 
agricultural population. Also, there is probably enough high-priority 
building scheduled in the Soviet Union at present without adding 
to the strain on the construction material industries. 

Another more imminent development in connection with the 
above diagram is that Soviet demand for certain agricultural 
machinery is approaching “saturation.” This is particularly true in 
the case of tractors which have evidently been produced in some- 
what smaller quantities during the past two years, although other 
agricultural machinery (cultivators and combines) production has 
continued to increase. The present tractor pool is 50 percent larger 
than it was in 1940 and virtually all plowing is now mechanized. 
In the near future, the non-essential agricultural population will be 
diverted to the production of specialized agricultural machinery 
such as cotton pickers or beet harvesters. Ultimately, as the demand 
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for other types of agricultural equipment becomes satisfied, the 
non-essential agricultural workers will become available for the pro- 
duction of greater quantities of durable consumer goods such as 
passenger cars. 


Agricultural Development in a Socialist Environment 


Except in the year 1946, when a severe drought occurred, total 
grain production in the postwar period has been excellent, and 
there is considerable evidence to indicate that the so-called grain 
problem has been solved. Bread, which is one of the cheaper foods 
in the Soviet diet, is to some extent being replaced by more 
expensive foods in the average bill of fare. Following at least one 
of the five postwar annual price reductions (the latest of which 
was announced on April 1, 1952), the consumption of bread re- 
mained virtually unchanged. Although consumers were doubtless 
gaining in purchasing power from these price reductions, the in- 
creases in real income were being spent on other consumption 
goods, particularly in the urban areas. Another indication of the 
growing grain supplies in the Soviet Union is the ability of the 
USSR to export promptly grains to alleviate flood and famine 
conditions in capitalist countries such as India and Italy. It is too 
early to evaluate the beneficial crop-stabilizing effects of the tre- 
mendous shelter belt and small pond program which was initiated 
during the fourth five-year plan and is still being carried out. But, 
even if some drought remains possible, it is probable that a con- 
siderable backlog of government grain reserves exists and will con- 
tinue to exist to cover such an emergency, just as it did before 
World War II. 


As soon as the grain problem had been brought under control, 
attention was directed towards improving the supply of livestock 
which had dropped severely as a result of the Nazi invasion. By 
1945, the stock of cattle was 25 percent less than it was in 1940; 
sheep and goats were 40 percent less; and pigs were 70 percent 
below the 1940 level. A special “Three Year Plan” for increasing 
livestock production was begun in 1949 and was completed in 1951. 
The program aimed at increasing the supply of livestock both on 
the collective farms and on the less important state farms, where 
much experimental work is carried on. One measure of the results 
of this plan is the fact that meat is currently one of several pro- 
ducts selling at prices below their 1940 level. Since money wages 
have more than doubled in the interim, it is easy to see how much 
more meat is being consumed currently than before the war. Ac- 
cording to the recently released results of the 1951 plan fulfillment, 
the sales of meat in state and cooperative stores increased by 32 
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percent compared with 1950. Sausage sales were 29 percent higher 
than the previous year and purchases of milk and dairy products 
were up 35 percent. The output of leather footwear, which likewise 
depends on livestock production, also was 17 percent higher than in 
1950. Since the new 1952 price reduction calls for a further 15 to 
20 percent reduction in meat and poultry prices, meat consumption 
in the current year will undoubtedly continue to increase at this 
phenomenal rate. 


One reason for relatively low productivity on Soviet farms has 
been a lack of technical education. But, just as in the industrial 
sector of the Soviet economy, technical education is playing an in- 
creasingly important role. University agricultural education has in- 
creased 25 times since World War I. The number of experiment 
stations has increased from 200 to 1600. In 1949 there were 101 
two-year agriciuitural schools, and this number had increased to 118 
by the end of 1951. The number of students enrolled was 36,000, 
and over 12,000 students are being graduated yearly. 

Certain natural resource deficiencies in the USSR constitute 
another reason for relatively low productivity in Soviet agriculture. 
Compared with most of the European continent, there is a much 
higher percentage of Soviet land which is not suitable for highly 
productive agriculture. One persistent handicap of certain Soviet 
agricultural areas—even where the land is potentially very productive 
—is the lack of adequate rainfall. This is one of the main factors 
responsible for the gigantic “Stalin fifteen-year plan to remake 
nature.” Soviet authorities believe that the huge system of shelter 
belts, ponds, and reservoirs will gradually raise the annual rainfall 
in these semi-arid areas. Within five to seven years the world’s 
largest hydroelectric stations on the Volga, Dnieper, Don, and Amur 
Darya will irrigate an area capable of providing food, clothing, 
and housing for over 100 million additional people. No wonder 
the Soviets enthusiastically welcome their rapidly increasing 
population! 

On the technological level, several interesting developments 
have taken place. Soviet agricultural science has produced many 
new types of potentially superior products—“bearded” wheat cap- 
able of providing very high grain yields, cold-resistant varieties of 
fruits and vegetables which can be grown in the north, and many 
other products of “Michurinist genetics.” Also, the use of electricity 
to power several types of agricultural machinery is being attempted 
since Soviet electric power resources appear to be relatively more 
abundant than domestic petroleum reserves. 


All in all, it seems evident that the Soviet government is me- 
thodically attacking the most serious agricultural problems first. The 
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methods used are directed at increasing the long-run supply of 
agricultural products as well as the current output. Furthermore, 
the devices employed show considerable imagination and daring. 
This is possible because there can never be a “surplus” of marketable 
agricultural products in the Soviet Union. If the quantities pro- 
duced exceed the quantities demanded at current prices, prices will 
be systematically lowered and turnover taxes reduced. These turn- 
over taxes represent the difference between the prices paid to 
farmers and the prices charged to consumers. There is no limit to 
this lowering of prices short of communist (free) distribution since 
there are no vested interests requiring that agricultural products 
be sold at a “profit.” 


Ambassador Kennan's Alternative 


We have examined certain aspects of the “hated system of 
agricultural serfdom” which Ambassador Kennan would abolish as 
“one of the first acts of any future progressive authority” in the 
Soviet Union. Since Mr. Kennan would substitute a system which 
would “restore to the farmers the pride and incentives of private 
land ownership and free disposal of agricultural commodities,” 
we might justifiably look at agricultural conditions in the United 
States where the ambassador’s prescription is most completely ful- 
filled. 

Most MR readers are certainly well aware of the plight of our 
farmers during the Great Depression. The resulting rural exodus 
from the various “dust bowls” showed up in an actual decline in 
the population of several predominantly agricultural states during 
the decade of the thirties. On the other hand, the fact that the 
agricultural sector of the United States economy failed to share in 
the relative prosperity of the twenties is often not realized. It is not 
inaccurate to say that a large part of the agricultural population 
of the United States has been unable to sell its products profitably 
except during periods of war, hot or cold, for the past forty years. 

During the New Deal, our price-support program attempted 
to keep farmers from starving, but these measures were largely 
directed toward restricting production rather than toward increas- 
ing distribution and consumption of agricultural products. This 
program is still in effect, but year by year it requires more sub- 
sidies to bail out the American farmer. The cost in fiscal 1951 was 
$346 million against an annual average of $55 million since 1933. 
This figure constitutes the largest loss in any year since the price- 
support program was established. Furthermore, this loss occurred 
during a period when the Korean War was in progress and demand 
for agricultural products was relatively high. Thus, it is becoming 
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evident that even war is not a panacea capable of solving our 
agricultural problems. 

These losses connected with the price-support program occur 
whenever the government is forced to buy up a domestic “surplus” 
to maintain parity prices, and then subsequently dumps the surplus 
in foreign markets where cheap products accomplish the most polit- 
ical good. Occasionally, losses occur when surplus products spoil in 
storage. Further losses have recently been revealed as the result 
of corruption in the handling and storage of these products. Oc- 
casionally also, American farmers have beaten the government to 
the punch and destroyed their own surplus products. Reports of 
farmers plowing under potatoes or apples because they cannot 
market them profitably hardly raise an eyebrow anymore. 

Thus we find that the advantages of “free disposal of agricul- 
tural commodities” in the United States are almost as mythical as 
the “Achilles’ heel” of Soviet socialism. Whereas a socialist gov- 
ernment is constantly interested in increasing the supply of agricul- 
tural production, reducing food prices, and facilitating the re-location 
of labor into industry, capitalist agricultural interests arc con- 
stantly forced to seek ways and means to restrict output, maintain or 
increase prices, and insure a cheap supply of labor. The measures 
used to accomplish these capitalist aims are varied. Farmers may 
attempt to put pressure on Congress for favorable special-interest 
legislation. Such legislation often requires that United States aid 
include specified percentages of surplus products. Or Congress may 
be urged to raise tariffs on agricultural products already in surplus 
domestic supply. 

At the same time, agricultural workers have been attracted 
away from the farm by higher real wages in urban areas. To re- 
place this relatively cheap, unorganized labor, the large agricultural 
interests have replenished their labor supply with even cheaper 
workers. Mexican “wetbacks” conveniently slip across the border 
into Texas and California; Puerto Rican workers are flown north 
to replace local truck gardeners; and European displaced persons 
are avidly claimed by the larger independent farmers. And still our 
own large domestic migratory labor force continues to eke out a 
miserable existence following the seasonal crops. 


Conclusions 


First, we must conclude that at present neither the Soviet Union 
nor the United States is using its agricultural resources as effec- 
tively as they might. Soviet agriculture, suffering under certain not 
easily remediable natural handicaps, still lacks a certain amount of 
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technique and mechanization necessary to achieve a level of pro- 
ductivity equal to that of the United States. Our own agriculture, 
on the other hand, is fettered by the perpetual problem of “surplus” 
products at the same time that people in lower income brackets 
remain inadequately fed. 

Second, whereas the Soviet government can and is doing every- 
thing possible to increase both production and consumption of agri- 
cultural products, the policy of the United States seems to be aimed 
at reducing consumption, in the interests of the arms program, via 
a wage freeze, while farm prices climb to parity. At the same time, 
the Department of Agriculture desires to hold production at ap- 
proximately present levels or even slightly higher levels. Any in- 
creased surplus resulting from this contradictory policy can appar- 
ently be used politically throughout the “free world.” 


Third, whereas falling prices in the Soviet Union can and do 
result in benefits to all consumers, including farmers themselves 
(providing turnover taxes rather than procurement prices are low- 
ered), falling prices in the United States will mean that even the 
Cold War is failing to accomplish its purpose of providing artificial 
respiration to capitalism. For, despite all the supposed “fears” of 
inflation voiced by administration spokesmen, the real fear of those 
“in the know” is always deflation. 


Finally, we should by all means give the anti-Soviet specialists 
credit for being remarkably consistent. Not only do they all use 
the same cliché to characterize the system of collective farms. They 
are even reviving an ancient myth to describe a contemporary myth 
—the weakness of Soviet agriculture. 


The Russian Revolution was the first great revolution in history 
in which the people fundamentally altered their political system and 
their economic system at the same time. Indeed, it is the first out- 
standing case in history where the basic economic structure of a 
large people has been altered by means of revolution. The French 
Revolution and the American Revolution were both political—they 
left the economic structure essentially unchanged... . The Russian 
Revolution was comprehensive. It changed a basic economy which 
was predominantly agricultural and individualistic into an economy 
which is increasingly industrial and wholly collective. It changed a 
political system which was despotic and oligarchic into a political 
system which claims to be a modern version of democracy. 


—Henry Pratt Fairchild, The Prodigal Century 
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THE STRUCTURE OF A CAPITALIST 
WAR ECONOMY 


BY A MARXIAN ECONOMIST 


The production and sale of commodities, the investment and 
growth of capital, the flow of wages and profits through the economy 
—all this is a highly complex, extremely intricate process. But we 
can bring the essentials into sharp focus if we follow Marx in 
dividing the economy into two great branches of production: De- 
partment I comprises those industries which produce machinery, 
raw materials, and similar items—things generally called means of 
production, or producers’ goods, because they are subsequently 
used in the production of other commodities. Department II, on 
the other hand, comprises those industries which produce food, 
clothing, shelter, and the like—commodities known as means of 
consumption, or consumers’ goods, because they are the end result 
of the production process. 

This division into departments is not a division of actual busi- 
ness firms, nor a division of commodities according to their phy- 
sical form. It is a division based on the economic character of the 
commodities. Thus, a particular producer manufacturing thread 
would be in Department I to the extent that he sold his thread to 
other capitalists who produce, say, cloth or shirts; while he would 
be in Department II to the extent that he sold his thread for use 
as a household item. 

Department II carries on the “last” of the productive pro- 
cesses. Its customers are the ultimate consumers. The demand for 
its products, therefore, depends upon the wages received by the 
workers of both departments and upon that portion of the profits 
which the capitalists of both departments spend on themselves and 
their families and their retainers. 


Department I carries on all the earlier steps in the productive 
process. In one sphere, for example, iron is turned into steel; in 
others, the steel is turned into machinery of various sorts; in an- 
other, with the help of some of this machinery, cotton is turned 
into yarn; in another, with other machinery, the yarn is turned 
into cloth. Eventually, a product is produced which no longer re- 
mains in Department I for further processing but goes on to De- 


The author is one of this country’s leading authorities on Marxian 
economic theory. 
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partment II to be converted into means of consumption for the 
ultimate consumer. 

Thus we see that the customers for the products of Depart- 
ment I are the capitalists of both departments. Each capitalist, if 
he is to remain in business, must replenish the means of produc- 
tion he used up in the previous cycle of production. The cost of 
these used-up items is returned to him by the sale of his com- 
modity, and he simply lays out the money again to replace his 
stocks and equipment. This does not involve any additional invest- 
ment of capital; it merely maintains the original investment. 

But each capitalist strives to do more than just continue on 
the same scale. He strives to accumulate capital, to expand his 
business, to acquire additional means of production, to continue 
production on an enlarged scale. Consequently, the demand for the 
products of Department I depends not only upon what means of 
production are to be replenished throughout the economy, but also 
upon what portion of their profit the capitalists wish to capitalize, 
that is to say, wish to apply toward the purchase of additional means 
of production. 

It is clear, then, that if the system is to be in equilibrium, the 
existing means of production and the social labor force must be 
distributed between the two departments and among the various 
spheres within each department in the right ratios. This is necessary 
in order to insure that the proper quantity of each commodity is 
produced. It is a simple matter to derive an algebraic formula set- 
ting forth the required ratios under a given set of conditions. (See, 
for example, P. M. Sweezy, The Theory of Capitalist Development, 
pp. 75-79.) 

It is not so simple a matter, however, for a real-life capitalist 
system to be in balance. As a matter of fact, it is safe to say that 
it is never in balance. The reason is not hard to find. Capitalist 
production is not socially planned production. Each individual 
capitalist decides for himself what to produce, when to produce, 
how much to produce. Production which is highly interdependent 
in its various branches is controlled by widely scattered, unrelated, 
individual decisions arrived at more or less blindly by the pressures 
of competition and the market. The actual state of affairs upon 
which the decisions are supposed to be based can never be de- 
termined until after all the decisions have been made and executed. 
By then, of course, it’s too late. Consequently, the economy is always 
in disequilibrium, or rather, passing from one state of disequilibrium 
to another. There is today too much of this commodity, too little 
of that; tomorrow, too much of that and too little of something else. 


While these disproportions prevent the system from working 
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smoothly, they tend more or less to compensate one another over 
a period of time, and so, in themselves, are not disastrous to the 
system as a whole. It is true, of course, that they may mean bank- 
ruptcy for one capitalist as against a windfall for another, and they 
always mean unemployment and hardship for some workers. All 
this will aggravate, and be aggravated by, any serious economic 
condition which is superimposed upon it. But unless other, more 
serious disruptions do occur, the system goes on functioning, al- 
though it may be limping and holding its head. 


There is, however, a different kind of disproportion that is 
more than a headache for the system. This second type of dis- 
proportion flows not so much from the fact that the capitalist 
system is unplanned and anarchic as from the fact that the be-all 
and end-all of capitalist production is capital itself. Every capitalist 
is producing not to supply society with the things it needs and can 
use, but in order to obtain the maximum profit. And having done 
that, he is driven to convert the greatest possible portion of that 
profit into additional capital, which is to say, into additional means 
of production. To accomplish this, he keeps the wages of his 
workers as low as possible and places limits upon his own personal 
consumption. However luxuriously he may live, the drive to ac- 
cumulate capital nevertheless sets bounds to his spending for con- 
sumers’ goods and services. 


At the same time that the capitalist invests a portion of his 
profit in additional means of production, he must also capitalize a 
further portion in order to employ additional workers to operate 
the new means of production. But these two portions of his in- 
vestment do not increase in the same ratio, Competition relentlessly 
forces the capitalist to lower his costs of production. He does this 
by using more and more machinery and relatively less labor, con- 
stantly increasing the productivity of the worker. In this way it 
comes about that more and more products are turned out by rela- 
tively fewer and fewer workers whose wages are continually kept at 
a minimum. 


Thus when we put the capitalist’s drive to accumulate alongside 
the methods he must use to accomplish it, we find an insurmount- 
able contradiction. The capacity to produce, which in the final 
analysis means the capacity to produce consumers’ goods, is in- 
evitably expanded beyond the point where the potential products 
can find a profitable market. More means of consumption can be 
produced than the wages of the workers and the revenues of the 
capitalists can buy. At this point, there is no use for the capitalists 
to go on expanding any further. Moreover, when they cannot sell 
their products, they do not have the wherewithal or even the in- 
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centive to replenish all the means of production they have used up. 
Consequently, Department I is left with a great mass of its product 
which it cannot sell. The upshot is that production is cut all 
around, and workers are thrown out of jobs. 

The disproportion between the relative growth of productive 
capacity and the ability of capitalist society to consume—and it 
must always be remembered that what is meant here is a lack of a 
market profitable for the capitalist, not an absolute decline in the 
needs of society for consumers’ goods—this disproportion is not like 
the one described above where there was too much produced here 
and too little there. On the contrary, in the present case there is 
“too much” of everything. We have overproduction of commodities 
of all classes, excess capital, and a surplus working population. 
This glut is the capitalist nightmare, the capitalist crisis. 


Like the disproportion between individual industries, the dispro- 
portion between production and consumption is always present. But 
while the former tends to compensate itself, swinging first this way, 
then that way, the latter tends to grow in one direction. As soon as 
it reaches a sufficient magnitude, to make itself felt over a signifi- 
cant part of the economy, it explodes with sudden fury.* 


It is this ever-present, second type of disproportion, this in- 
cipient crisis continually hovering over their heads, which lies be- 
hind the drive of the capitalists to find, on the one hand foreign 
markets where they can get rid of their surplus products, and on 
the other hand, foreign sources of investment for their surplus 
capital. The principal field for foreign investment lies in the ex- 
ploitation of colonial labor in the production of raw materials. In 
this drive, the capitalists clash head-on with the same drive on 
the part of capitalists of other nations. The result: international ten- 
sions and imperialist wars. And in the final analysis, the basic 
problem is not solved, but is brought to new and higher levels, and 
made more intense, 

The New Deal of the Roosevelt era was an attempt by a dif- 
ferent path to bridge the gap between production and consump- 
tion which, at the time, had grown so wide that it had evoked the 
deepest and most extensive crisis any capitalist country had yet 
seen. The essence of the New Deal was this: The government 
stepped in to give employment io millions of otherwise idle workers 
by spending money on various relief projects and public works. 
This increased the demand for consumers’ goods without increasing 
the capacity to produce such goods. Thus we can see that both 


*The capitalist crisis is an extremely complex phenomenon, and I 
do not mean to imply that the situation just described is the sole cause of 
a crisis. It is, however, a major aspect of all crises. 
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the New Deal and the development of foreign markets tend to 
bring the two major departments into alignment with each other. 
They increase, at least temporarily, the demand for the products 
of one or both departments without correspondingly increasing the 
supply. But neither one solves the problem, because neither one 
touches the cause. 

One further point needs to be made in connection with the 
normal two-department structure of the capitalist economic system. 
Practically all the commodities produced by the economy remain 
within it or, as we may say, return to it. The means of production 
produced by Department I are used to produce other commodities 
in both departments. Those means of consumption produced by 
Department II and consumed by the working class produce the 
commodity which the laborers sell to the capitalists—namely, their 
ability to work—and in that form return again to be used produc- 
tively in both departments. 


However, there are some commodities which drop out of the 
economy in the sense that they do not play any role in further 
production. In other words, they are consumed unproductively. 
That portion of the product of Department II which makes up 
the personal consumption of the capitalist is the most obvious 
example. This is in the nature of tribute which the capitalist is 
enabled to extract by virtue of his ownership of the means of 
production. And, of course, there are always unsaleable products 
which are left to rot or are deliberately destroyed. 


But there are other kinds of unproductive consumption too. 
This is so because there are many people whose work is not pro- 
ductive. Clergymen, congressmen, bookkeepers, advertising copy- 
writers, and so on—all these are unproductive workers, and they 
use up auxiliary materials in practising their respective trades or 
professions. Although unproductive consumption of this type has 
doubtless been growing in recent years—expecially with the enorm- 
ous growth of selling costs—still it has remained an essentially sub- 
sidiary element in the economy as a whole. For the purpose of 
structural analysis, the production of commodities destined to be 
consumed in this way may be hung onto the fringes of a two-depart- 
ment system. 


Turning now to war production, it has, aside from all else, the 
same economic effect that we have already discussed in connection 
with closing the gap between production and consumption. It 
provides the capitalist with a guaranteed market for his goods, and 
with new fields of investment for his capital. But let us examine 
the character of war production more closely. 
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Some of the commodities required for building a military 
establishment are of precisely the same form as those used in a 
civilian economy. An army must be fed, clothed, and housed. It 
must be provided with all sorts of paraphernalia, from paper clips 
to trucks and road building machinery—things which are, at most, 
slight modifications of civilian goods. But an army must also be 
provided with commodities which do not appear at all in a normal 
peacetime economy—items such as machine guns, napalm gasoline 
jelly, atom bombs, tanks, submarines, military aircraft. But regard- 
less of whether military equipment is the same as, nearly the same 
as, or completely different from peacetime commodities, it is not 
their physical form which is significant from our standpoint, but 
their economic character. 

We have seen that, by and large, the commodities produced 
in the peacetime economy remain in, or return to, that economy. 
On the other hand, the entire output of war material is unproduc- 
tively consumed. All of it is a pure drain on the economy. No part 
of it returns to be used in any form in any further production. And 
when, as in a modern war economy, these values are of such magni- 
tude as to form a substantial part of production (as much as a 
quarter of our national income may soon be going into war pro- 
duction), the result is a qualitative change in the basic structure of 
the economy. 


War production can no longer be viewed as a mere excrescence 
upon the two departments; it cannot be considered as something 
akin to office or advertising expense. Rather, it must be set apart 
by itself as a separate branch of the economy. The extent of war 
production is now so great that the two-department division can 
no longer give us an accurate conception of the economic structure. 
Instead, we would do better to view the modern capitalist war 
economy as a three-department system: Department II produces 
civilian consumption goods, Department III produces war goods, 
while Department I produces means of production for all three de- 
partments, 


As soon as we take account of this basic structural change in 
the economy, certain significant facts stand out in bold relief. Here- 
tofore, a wide gap between productive capacity and consumptive 
capacity (manifested by a disproportion between production of pro- 
ducers’ goods in Department I and demand for consumers’ goods 
of Department II) was the harbinger of a crisis. For, if the 
principal industries were affected, the glut in the market would, 
because of the interdependence of the two departments and of the 
various spheres within them (particularly within Department I), 
work its way back throughout the entire system, or at least through 
the major portion of it. 
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THE STRUCTURE OF A CAPITALIST WAR ECONOMY 


In a war economy, however, such a disproportion—or more 
specifically, a disproportion between the growth of the production of 
producers’ goods in Department I and the lagging capacity to 
consume the products of Department II (civilian goods)—does not 
necessarily have the same significance. A glut in the market of the 
kind described need not work its way back and make itself felt 
through the entire economy, or even through the dominant section 
of it. A good part of the economy may remain relatively untouched. 
This is so because a substantial part of Department I is not pro- 
ducing for Department II at all, but for Department III, and is 
more or less independent of Department II. Likewise, the demand 
for the products of Department III is, for the most part, also in- 
dependent of Department II. To ascertain whether productive cap- 
acity is outstripping consumptive capacity, we must now compare 
the former not with civilian consumptive capacity alone, but with 
civilian and military consumptive capacity. In other words, Depart- 
ment III may serve to compensate the otherwise chronic dispro- 
portion. 

But while total productive capacity may equate with total con- 
sumptive capacity, it may still be true that productive capacity for 
civilian goods outstrips consumptive capacity for these goods. What 
can be said of this disproportion? 


In the peacetime economy, it arose primarily from the cap- 
italists’ tendency to increase their means of production beyond the 
point where they could find a profitable market for the products. 
Anarchy of production might aggravate the disproportion, but was 
not a major cause of it. Now, however, while the tendency to over- 
expand productive capacity is still present as much as ever, the dis- 
proportion we are discussing is the result of anarchy of production 
to a far greater degree than before. For, with the ravenous appetite 
of the military for war matériel, there is the possibility that the 
capitalists’ drive to expand can find satisfaction if there is a greater 
shift from civilian to military production. 

To put it differently, after a certain point is reached in a 
peacetime economy, there is no place for capital to go where the 
resulting products can find a profitable market. In a growing war 
economy, there is. Thus, overexpansion of civilian production can, 
to some extent, be corrected by a further conversion to war pro- 
duction. Consequently, within a three-department scheme, a dis- 
proportion in civilian production must be characterized as a dis- 
proportion that flows from a faulty allocation of capital and the 
social labor force. 

Inasmuch as Department IiI and its related part of Depart- 
ment I are relatively independent of civilian production, and be- 
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cause a disproportion between the capacity to produce and the 
capacity to consume civilian commodities becomes primarily a dis- 
proportion of the anarchic type, we should not expect this dis- 
proportion to lead to a full-bloom crisis which seizes rapidly upon 
one branch of industry after another, spreading like a plague 
through the whole economy. Instead, we should expect to find 
localized depressions in particular fields directly affected, and in 
those fields which depend upon them. Further, we should expect 
to find added impetus for capitalists to shift from peacetime to war- 
time production. 


Apparently this is precisely what is happening. At the the time 
of writing, according to Business Week (March 8, 1952), many 
industries are suffering from more or less severe “private recessions.” 
The magazine cites, in addition to textiles generally, the following: 
automobiles, appliances, TV sets, tires, sheets, shirts, and sugar. 
Nevertheless, Business Week notes, what has been happening lately 
does not seem to follow established patterns: “No serious drop in 
employment has started, no slump in purchasing power.” Actually, 
this is just what our theory leads us to expect. And, apparently, 
these “private recessions” in the midst of a high general level of 
economic activity and employment will continue for some time in 
the future. 

For, despite the enormity of military production today, or 
rather, because of the enormity of it, we are still in the transition 
from a civilian to a war economy. Congress has voted $130 billion 
for armaments, and in the current session will probably authorize 
another $50 billion. In the year and a half up to January, 1952, only 
$38 billion was spent, leaving $142 billion still to go. If the rate 
of spending is increased to $60 billion annually, we'll be well into 
the spring of 1954 before the total appropriation is spent. And 
between now and then, Congress will doubtless authorize additional 
billions. 

At this rate, demand is probably greater than productive 
capacity. The capitalist, heretofore harrassed by the reverse situa- 
tion, is now confronted by an insatiable military establishment. Not 
only does the magnitude of its demands reach vast proportions, but 
its equipment has a way of starting on the road to obsolescence 
even before it is put into service. For example, it is now ‘pretty clear 
that all propeller-driven aircraft is militarily obsolete. Practically 
the whole airforce needs to be re-equipped, therefore. Who can 
doubt that by the time it is re-equipped, it will again be obsolete, 
and so on ad infinitum? Hanson Baldwin reported in the New York 
Times (November 18, 1951), that “250 out of 272 major items of 


Signal Corps equipment now being produced have been developed 
since World War II.” 
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In view of the military propensity never to be without pro- 
jects which require billions of dollars, one might be led to think 
that Department III could grow without limit and thus fill the gap 
between production and consumption forevermore. As a matter of 
fact, however, reality is already shattering this grand illusion. A 
number of limitations upon an expanding military establishment 
have recently been discussed in MR. (See especially “Certain As- 
pects of American Capitalism” in the November 1951 issue, pp. 
220-224.) Here we would particularly stress the fact that war 
production makes inordinate demands for raw materials. Our own 
country is being plundered of its natural resources which are rapid- 
ly consumed for unproductive purposes. This is akin to starvation in 
that the economic body exists only by devouring itself. In addition 
the drive to plunder the resources of the underdeveloped nations 
and to accelerate the exploitation of their peoples reaches new com- 
pulsion precisely at a time when these peoples are awakening and 
offering stiff resistance to foreign imperialist domination. 


A further check on a rapidly growing military establishment 
is to be found in the increased taxes and government controls which 
eventually cut into profits. Consequently among the capitalists them- 
selves we hear voices calling for a slowdown in the rate of arms 
production to where the mass and rate of profit are restored. (See 
“Conflict in the Ruling Class?”, MR, February 1952.) But the 
same results can be achieved by cutting more deeply into the people’s 
living standards, putting a ceiling on wages, and a heavier burden 
of taxation on the working class—a course of action which the 
capitalists advocate with not a little enthusiasm. But this, too, if 
pushed too far and too fast generates counter-forces and may turn 
a latent disaffection into open opposition. 


There are, of course, other checks to an ever-expanding arms 
program. But it is manifestly impossible in the space available to do 
more than sketch briefly the structure of a capitalist war economy, 
to indicate some of the forces it engenders, and to call attention to 
some of the major differences between it and a “normal” capitalist 
economy. A vast number of crucial problems have been deliberately 
omitted from the discussion in order to give as much attention as 
possible to the main topic. Also, we have confined the analysis to 
purely economic matters for the most part. But the quantitative 
increase in unproductive consumption produces not only a quali- 
tative change in the structure of the economy; it produces, in turn, 
a qualitative change in the superstructure and, for one thing, brings 
into action a whole new group of political factors. These have not 
only national, but international scope. 


Thus it is necessary to stress that this article is not to be taken 
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in any sense as an analysis of the actual crises and catastrophes 
which are certain to beset capitalism under present day conditions. 
But even on the basis of the limited scope of this discussion, it can 
be seen that war production, no more than any other panacea, or 
rather, even less than any other panacea, goes to the root of the 
problem that plagues our economic system. Vast expenditures for 
a military machine can keep the system going beyond the point 
where it would otherwise erupt in crisis. But they cannot extend 
that point indefinitely because they do not eliminate any of the 
contradictions of capitalism. Some remain as before, some are 
merely transferred to a different plane; but worst of all, a great 
many new ones must of necessity be engendered in a lopsided system 
that attempts to maintain itself not by increasing the wealth and 
well-being of the people, but on the contrary by reducing the people’s 
standard of living and recklessly destroying its own very substance. 


WHERE WE STAND 


BY THE EDITORS 


[With this issue we begin our fourth year of publication. Many 
of our readers who were charter subscribers are still with us; they 
will know what our purpose was in founding MR. But there are 
others who have become subscribers in the intervening years. For 
their benefit, we think it appropriate at this time to reprint our 
leading editorial from Vol. 1, No. 1.] 


During the early years of the 20th century the subject of social- 
ism was widely and eagerly discussed in the United States. Eugene 
V. Debs, socialist candidate for president, polled close to 1,000,000 
votes in 1912—the equivalent of approximately 3,000,000 votes in 
the 1948 election. The popular interest in socialism was reflected in 
an enormous sale of socialist literature. The Appeal to Reason, a 
weekly, had a circulation of more than 300,000 for several years; 
pamphlets by Oscar Ameringer were printed in editions of hundreds 
of thousands; books by Bellamy, Upton Sinclair, and Jack London 
ranked with the best-sellers of the day. 

This widespread interest in socialism has declined to such an ex- 
tent that today it would probably not be an exaggeration to say that 
for the great majority of Americans “socialism” is little more than a 
dirty word, This is an extraordinary situation because it occurs at 
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the very moment that a large proportion of the rest of the world is 
moving toward socialism at an unprecedentedly rapid rate. It is a 
deeply disturbing situation because there are still many Americans 
who believe with us that, in the long run, socialism will prove to be 
the only solution to the increasingly serious economic and social 
problems that face the United States. 


It is because we hold firmly to this belief that we are founding 
Monthly Review, an independent magazine devoted to analyzing, 
from a socialist point of view, the most significant trends in domestic 
and foreign affairs. 


By “socialism” we mean a system of society with two funda- 
mental characteristics: first, public ownership of the decisive sectors 
of the economy and, second, comprehensive planning of production 
for the benefit of the producers themselves. 


The possibility and workability of such a system of society are 
no longer open to doubt. Socialism became a reality with the intro- 
duction of the first Five Year Plan in Soviet Russia in 1928; its 
power to survive was demonstrated by the subsequent economic 
achievements of the USSR during the °30’s and finally, once and 
for all, in the war against Nazi Germany. These facts—and they 
are facts which no amount of wishful thinking can conjure away— 
give to the USSR a unique importance in the development of social- 
ism and in the history of our time. 

We find completely unrealistic the view of those who call them- 
selves socialists, yet imagine that socialism can be built on an 
international scale by fighting it where it already exists. This is 
the road to war, not to socialism. On the other hand, we do not 
accept the view that the USSR is above criticism simply because it 
is socialist. We believe in, and shall be guided by, the principle that 
the cause of socialism has everything to gain and nothing to lose 
from a full and frank discussion of shortcomings, as well as accom- 
plishments, of socialist countries and socialist parties everywhere. 


We shall follow the development of socialism all over the world, 
but we want to emphasize that our major concern is less with social- 
ism abroad than with socialism at home. We are convinced that the 
sooner the United States is transformed from a capitalist to a socialist 
society, the better it will be, not only for Americans, but for all 
mankind. 


We believe that there are already many Americans who share 
this attitude with us and that their number will steadily increase. 
We ask their financial support, their assistance in extending our 
circulation, and their advice as to how Monthly Review can best 
serve the cause of socialism in the United States. 


IN AFFECTIONATE MEMORY OF 


T. S. BEHRE 


March 25, 1952 
The Editors 
Monthly Review 
66 Barrow Street 
New York 14, N. Y. 


Dear Sirs: 


A group of friends of the late Theodore 
S. Behre have felt that one of the most ap- 
propriate ways of expressing their affec- 
tion and respect for him would be to offer 
a contribution to Monthly Review. Ted was 
not only one of your staunchest supporters 
but played an unequivocal role all through 
his life in furthering the ideals for which 
you stand. His place in the community can- 
not be filled, but his spirit, we feel sure, 
will be perpetuated through promoting in 
this small way the work of Monthly Review. 


We would like to see the enclosed sum 
used for expanding the subscription list of 
Monthly Review. 

In affectionate memory of T. S. Behre, 


A GROUP OF HIS FRIENDS 
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(continued from inside front cover) 


sell the book at the pre-publication price of $3.00. But we still can and 
do offer the book in combination with a subscription for $5.00. Don’t fail 
to take advantage of this offer when you renew your sub. And tell all your 
friends and acquaintances who will be buying the Stone book—and we 
are confident that there will be many as soon as people begin to talk about 
it— that by ordering from us they can get the book plus one year of MR 
for the price of the book alone. 

We can’t give a final pre-publication report on The Hidden History, 
because at the time of writing there are still three weeks to go before 
publication date. But we can say that it now looks as though total pre- 
publication sales will come to more than 3000 copies. That is an extremely 
good record, much better than we expected, and we want to thank most 
warmly all of you who have helped to make it possible. 

One more item about The Hidden History: it will be published in 
England by Turnstile Press, the publishing house which is connected with 
the New Statesman & Nation. We are glad that it has been possible to 
make this arrangement. Stone’s book should provide extremely valuable 
ammunition for the British Left which is putting up a vigorous and in- 
creasingly effective fight for peace. 

While we’re on the subject of books, MR readers will be interested 
to know that George Shoaf, author of “The Biggest Little Paper This Coun- 
try Ever Knew” (MR, July 1951), which told the story of The Appeal to 
Reason, has written a book telling his own story—a story which is closely 
intertwined with the early development of American socialism. Fighting for 
Freedom is being published by the magazine Simplified Economics from 
which particulars can be obtained (address: Rm. 406, 418 East 9th St., 
Kansas City, Mo.). 


A mathematically-minded subscriber has sent us the following: 


MEMORANDUM — SUBJECT: Introductions 


Every now and then in your life, you come across somebody that 
you like so much that you say, “Where have you been all my life? 
Why did I never meet you before?” Firm friendships, even marriage, 
result from this kind of experience. And you are grateful to the per- 
son who introduces you to your new friend. 

This kind of thing is very close to a main problem of Monthly 
Review. There is evidence that between half a million and a million 
people would be interested in and sympathetic to many of the ideas in 
MR. Yet less than one out of a hundred of these people so much as 
knows of the existence of MR. How can introductions be arranged? 

Suppose that one out of ten introductions results in a subscription 
which, with subsequent renewals, brings in on the average, $10. Then 
each introduction that you, a reader, send to MR is worth $1—not 
that MR is in the least able to pay you any part of it! A list of ten 
or twenty names and addresses that you send to MR would, on these 
assumptions, result in $10 or $20 income to MR. And the average 
person has between 200 and 500 friends and acquaintances, quite a 
number of whom would like to be introduced. 

You did not know, did you, that ten or fifteen minutes of going 
through your address book could produce that much value for MR? 
And the editors, and all staunch supporters of MR, would be most 
grateful to you. 


Indeed they would. And what’s more, just to help the introductions 
along, we'll send a free copy of the latest issue of MR to every person 
whose name and address you send us. How about it? 


Zaneuncement 


Publication date for 


F. Stone's 
THE HIDDEN HISTORY OF THE KOREAN WAR 


is May 5. It will be available in bookstores on 
that day at $5 per copy. 


Our pre-publication price of $3 no longer holds. 
‘However, we can still offer the book at a 
specially reduced rate in a 


Combination subscription-book 
price of $5 


A new sub, or a renewal to MR, costs $3 per 
year. Send in $5 and we will give you a year's 
subscription plus the book. YOU SAVE $3. 


SUGGESTED ORDER FORM 


MONTHLY REVIEW, 66 Barrow Street, New York 14, N. Y. 


enclose: 
([] $5 for a one-year sub and Stone's book. 
New [Renewal 
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